Thursday,  August  1 1,  2016  9:00 
ANA  World’s  Fair  of  Money 
Anaheim,  CA 

Only  one  of  these  coins  is  correctly  graded.  What  is  a 1877  Indian  cent  AU50  worth? 


$3,000  8/2014  Heritage 
AU  (8:  3,3,2) 


1877  1C 

AU  50  BN 


$ 2,232  3/2014  Heritage 
EF  (6,  1,3,2) 


1877  1C 

PCGS  AU50  aleA 


Photo 

Seal 


$4,500  2/2013  EERC 
AU  (12:  5,3,4) 


1877  ic 

PCGS  AU50 

$3,000  6/2013  EERC 
EF  (9:  3,3,3) 


1877 


AU50 


$ 3,055  9/2013  Heritage 
EF  (8:  2,3,3) 


PCGS  AU50 
No  CAC  or  (PS) 

$ 2,443  3/2012  Stacks- Rowers 
EE  (7:  2,3,2) 


PDS 


By  Richard  Snow 


The  PDS  Grading  System. 
By  Richard  Snow 


The  problem  of  overgraded  certified  coins 
depressing  coin  values  is  real  and  the  effects  are  being 
seen  each  day.  PCGS's  CoinFacts  lists  all  the  auction 
records  from  the  major  auction  companies.  They  have 
an  editor  that  will  then  produce  a price  that  is  reflec- 
tive of  the  data.  They  understand  that  there  are  all 
kinds  of  coins  in  similarly  graded  holders.  When  they 
see  a certified  coin  sell  for  below  market  they  lower 
their  valuation.  When  they  see  a trend  of  higher  auc- 
tion prices,  they  raise  their  valuation.  This  is  a tough 
job  and  they  try  and  keep  on  top  of  all  the  data.  But 
with  so  many  overgraded  coins  flooding  the  auctions, 
they  are  seeing  data  points  that  are  increasingly  below 
market.  You  might  argue  that  changing  demograph- 
ics or  lack  of  new  collectors  entering  the  market  are 
to  blame  for  the  decline  in  prices,  but  I argue  that  the 
root  cause  for  market  decline  is  grading  inflation. 

For  example,  you  are  a dealer  or  an  active 
collector  and  you  send  in  a $2,000  coin  to  a grading 
service.  They  overgrade  it  and  now  according  to  the 
price  guides  it  is  a $5,000  coin.  You  take  your  payday 
and  try  and  sell  it  to  a dealer  and  he  pushes  it  back  at 
you.  He  knows  it’s  a $2,000  coin  in  a $5,000  holder 
and  doesn’t  want  it.  So  you  consign  it  to  an  auction.  It 


pens  - and  1 argue  that  it  already  has  - the  ANA  Grad- 
ing Standards,  set  forth  after  much  work  in  the  1 970’s, 
will  no  longer  be  valid  grading  standards. 

“OK,  1 have  a solution,”  you  may  say,  “1  just 
won’t  buy  these  overgraded  coins.”  That  is  what  many 
knowledgeable  collectors  are  doing  right  now.  They 
are  targeting  CAC,  PhotoSeal,  WINGS,  QA  and  any 
number  of  grade  evaluation  stickering  services.  That 
is  fine,  but  the  underlying  problem  is  that  the  values 
of  all  coins  in  the  marketplace  are  being  determined 
by  the  properly  graded  coins  as  well  as  the  overgraded 
coins.  Perhaps  only  stickered  coins  should  be  used 
for  pricing.  Who  knows  which  coins  have  not  been 
sent  in.  1 don’t  think  any  price  guide  editor  has  time  to 
research  pricing  and  evaluate  quality  beyond  the  grade 
on  the  holder  for  all  coins  at  auction. 

Part  of  the  program  of  sticker  services  is  that 
they  offer  bids  for  the  coins  that  they  sticker.  The  new 
Editor  of  The  Greysheet  tries  to  list  these  bid  prices. 
However,  the  bid  prices  will  still  follow  the  market 
decline  from  the  non-stickered  coins.  Bidders  do  not 
want  to  stand  out  with  bids  that  are  too  much  over 
auction  records  and  cannot  be  supported. 


When  overgraded  slabs  become  the  norm,  the  ANA 
Grading  Standards  will  no  longer  be  valid... 


sells  for  below  market  price  at  $3,500.  You  take  your 
profit  and  move  on.  Everyone  sees  this  lower  price 
and  now  values  all  examples  of  that  coin  in  that  grade 
lower  than  $5,000.  The  buyer  of  the  coin  for  $3,500 
sees  the  valuation  dropping.  He  loses  interest  in  a coin 
that  is  declining  in  price  and  can’t  find  a buyer  and 
puts  it  in  another  auction.  Now  it  sells  for  $3,000.  The 
value  drops  further.  This  is  just  one  coin,  but  when  it 
is  a large  percentage  of  the  certified  population,  the 
effect  it  worrisome. 

You  may  ask,  is  it  something  that  the  market 
will  self-correct  or  is  this  something  that  must  be 
actively  worked  against?  The  problem  is  that  over- 
graded coins  are  now  entombed  in  their  holders  and  no 
one  is  going  to  remove  them.  Their  quantity  can  only 
increase.  Eventually,  if  we  take  this  overgrading  to  its 
logical  conclusion,  the  overgraded  coins  will  eventu- 
ally be  accepted  as  the  new  normal.  When  that  hap- 


Another  solution  would  be  to  maintain  a strict 
second  standard  outside  the  world  of  certified  holders. 
The  EAC  grading  standard  is  an  example  of  this.  Cur- 
rently all  substantial  Early  American  Copper  collec- 
tions gets  described  with  an  EAC  grade  in  addition  to 
the  70-Point  system  when  offered  in  a large  auction. 
This  is  a grade  that  is  stricter  than  the  grading  services 
grade  but  has  the  advantage  as  being  unchanging.  If 
a coin  received  an  EAC  grade  of  AU-55  in  1960,  it 
still  carries  that  grade,  regardless  of  the  grade  on  the 
holder.  However,  the  EAC  grade  is  also  now  in  danger 
of  losing  its  primacy  with  collectors  because  of  ease  of 
accessing  auction  records  of  certified  coins.  The  EAC 
grading  standard  can  survive  only  if  accurate  pricing 
information  tied  to  those  grades  are  used  by  collectors. 

The  key  phrase  is  “used  by  collectors.”  If 
collectors  are  too  quick  to  compare  auction  prices  of 
certified  coins,  they  risk  falling  into  the  trap  of  as- 


signing  values  to  coins  of  vastly  different  qualities. 

By  not  carefully  assigning  like  values  to  like  coins, 
you  will  end  up  with  market  confusion  and  declining 
prices.  1 believe  the  Large  Cent  market  is  currently  in 
this  stage.  They  have  abandoned  Bill  Noyes’  “Penny 
Prices,”  which  quote  EAC  prices  for  EAC-graded 
coins  for  the  easily  accessible  “CoinFacts,”  which 
report  auction  prices  for  certified  coins. 

The  early  American  silver  and  gold  coinage  are 
also  in  a confused  state.  There  has  been  a widespread 
inflation  of  the  grading.  MS-63  is  the  new  AU-55  in 
many  cases. 

Gold  coins  have  also  been  subjected  to  a loos- 
ening of  grading  standards  over  the  years.  The  price 
differences  seen  for  CAC  vs.  non-CAC  generic  gold 
is  very  large  in  many  cases.  It  is  the  result  of  a higher 
active  bid  market  for  CAC  coins  only. 

As  a collector,  you  want  a market  that  is  fair, 
transparent  and  will  accurately  represent  the  value 
of  the  coins  you  buy.  Right  now  we  have  transpar- 
ency, but  it  is  being  misused.  It  will  continue  to  be 
misused  as  long  as  all  certified  coins  of  similar  grade 
are  grouped  together  as  being  equal.  This  misuse  of 
auction  data  will  add  weight  to  the  market  and  make  it 
automatically  decline  even  when  the  market  is  strong. 

When  the  market  is  weighted  towards  decline, 
a real  decline  will  happen.  So,  the  problem  of  over- 
grading certified  coins  is  real,  the  market  will  decline 
because  of  it  and  the  ANA  Grading  Standards  will  be 
thrown  in  the  trash. 

What  can  be  done? 

First  off,  we  as  a hobby  must  commit  to  mak- 
ing the  ANA  Grading  Standards  a fixed  and  immutable 
standard.  If  the  grade  on  a grading  service  holder  does 
not  accurately  reflect  the  ANA  standards,  it  must  be 
somehow  identified  as  such. 

Who  is  going  to  mark  their  coins  as  overgrad- 
ed? Not  me.  Not  you.  Nobody  will  do  this. 

So  the  dilemma  is  how  to  describe  an  over- 
graded coin  without  identifying  it  as  overgraded?  An 
overgraded  coin  is  only  a problem  because  the  actual 
grade  of  the  coin  does  not  match  the  grade  on  the 
certified  label.  It  is  otherwise  a perfectly  good  coin  to 
own. 

The  answer  is  to  use  a different  grading  sys- 
tem. 


The  PDS  grading  system  outlined  here  will 
be  able  to  accurately  reflect  the  grade  of  a coin  and  if 
it  is  overgraded,  without  making  it  a detriment  to  the 
market  or  a coin  unwanted  by  fellow  collectors. 

The  basic  idea  is  to  abandon  the  70-Point 
grading  scale  for  valuation  purposes.  I am  not  calling 
for  grading  services  to  abandon  the  70-Point  grading 
scale.  In  fact,  they  should  own  it.  If  they  want  to  alter 
it  in  the  future,  it  is  theirs  to  do  as  they  wish. 

The  70-point  grading  scale  implies  a strict- 
ness to  a standard  that  is  no  longer  there.  Instead  of 
the  70-Point  grading  scale  the  idea  is  to  take  the  ANA 
Grading  Standard  and  assign  a quality  qualifier. 

The  basic  ANA  Grading  Standard  grades  are: 

Poor 

Fair 

About  Good 
Good 
Very  Good 
Fine 

Very  Fine 
Choice  Very  Fine 
Extremely  Fine 
Choice  Extremely  Fine 
About  Uncirculated 
Choice  About  Uncirculated 
Gem  About  Uncirculated 
Uncirculated/Proof 
Typical  Uncirculated/Proof 
Average  Uncirculated/Proof 
Choice  Uncirculated/Proof 
Gem  Uncirculated/Proof 
Superb  Gem  Uncirculated/Proof 
Perfect  Uncirculated/Proof 

The  definitions  of  these  grade  levels  are  found 
in  the  Official  ANA  Grading  Standards.  The  latest  ver- 
sion is  the  7th  edition  published  in  2013  by  Whitman 
Publishing.  These  grades  are  easily  translated  into  the 
70-Point  grading  scale  so  that  numbering  system  is 
actually  redundant  anyway.  You  lose  nothing  by  drop- 
ping it. 

In  place  of  the  70-Point  scale  the  PDS  grading 
system  uses  a qualifier.  This  qualifier  is  a 0 to  15  point 
scale  that  is  derived  from  three  different  factors: 


Planchet  - Die  - Strike. 

Each  of  these  factors  is  given  a 0-5  ranking 
and  then  the  qualifier  is  a sum  of  those  numbers.  If  the 
grade  assigned  goes  up.  some  aspects  of  these  factors 
will  go  down.  The  three  factors  are  easily  determined 
and  do  not  rely  too  much  on  a judgment  call.  An  over- 
graded coin  will  have  a lower  overall  qualifier.  If  only 
qualifiers  with  an  average  or  higher  value  get  reported 
for  the  market,  then  the  lesser  coins  will  not  harm  the 
value  of  the  average  and  high  quality  coins.  A quali- 
fier of  9 and  above  would  be  considered  acceptable  for 
valuation  purposes. 

P-factor:  Planchet 

The  Planchet  factor  deals  with  marks,  spots 
and  impairments  that  have  happened  to  the  coin  since 
it  was  struck.  Whizzing,  tooling  and  any  other  metal 
movement  is  considered  altering  and  disqualifies  a 
coin.  Light  hairlines  from  cleaning  or  other  evidence 
of  cleaning  are  accepted  but  they  are  very  low  on  the 
scale. 

The  higher  you  go  on  the  grade,  the  stricter  the 
planchet  factor  becomes.  For  instance,  when  it  states 
“Average  number  of  marks,”  it  means  average  for 
that  grade.  A coin  graded  Fine  with  “Average  Marks,” 
will  be  different  than  a Gem  About  Uncirculated  with 
“Average  Marks.”  A Gem  Uncirculated  with  “Aver- 
age Marks”  would  be  interpreted  as  “Average  for  the 
grade.” 

Planchet  Factor 

5 - Close  to  perfect.  Very  few  marks — close  to  none. 

4 - Fewer  marks  than  average,  with  an  original  sur- 
face. 

3 - Average  number  of  marks;  silver  and  gold  might  be 
dipped. 

2 - More  marks  than  average,  and/or  light  hairlines 
from  a past  cleaning. 

1 - Evidence  of  past  cleaning.  Many  marks. 

0 - Cleaned  or  heavy  marks. 


D-factor:  Die 

The  Die  factor  deals  with  the  die  state  of  the 
die  that  struck  the  coin.  This  requires  a bit  of  numis- 
matic knowledge  into  the  way  dies  wear.  Some  grad- 
ers may  argue  that  die  state  has  nothing  to  do  with  the 
grade.  They  are  wrong  - If  it  affects  the  value,  then  it 
affects  the  grade. 

We  have  all  seen  branch-mint  Lincoln  cents 
and  Buffalo  nickels  from  the  1 920’s  with  horribly 
worn  dies.  The  details  on  these  late  die  state  coins  are 
eroded  to  a point  were  sometimes  you  can’t  tell  what 
the  mintmark  is.  Look  at  the  1922  No  D Lincoln  cent 
as  an  example.  This  was  a case  where  the  die  state  was 
so  late  that  the  mintmark  disappeared. 

It  does  matter  what  the  die  state  is.  Look  at 
the  Cameo  and  Deep  Mirror  Cameo  Proofs.  Look  at 
DMPL  (Deep  Mirror  Prooflike)  Morgan  dollars.  These 
are  die  states. 

Most  of  the  time  the  Die  factor  will  be  a “3,” 
meaning  Average.  This  is  when  it  really  doesn’t  come 
into  play  in  the  actual  grade  of  the  coin.  It  does  come 
into  play  in  higher  grades  or  in  special  cases,  both  to 
the  advantage  of  the  coin’s  grade  or  to  its  detriment. 

Die  Factor 

5 - Very  early  die  state — deep  mirror  or  matte  surfaces 
for  Proofs. 

4 - Early  die  state.  Details  are  sharp.  Some  cartwheel 
effect.  Mirrored  fields  or  matte  surfaces  for  Proofs. 

3 - Average  die  state.  Very  little  distortion  of  letters 
and  devices.  Moderate  cartwheel  effect.  Dull  mirrors 
for  Proofs. 

2 - Slightly  late  die  state.  Some  distortion  of  the  de- 
vices and/or  letters. 

1 - Late  die  state.  Significant  die  wear.  Heavy  distor- 
tion on  letters  and/or  design. 

0 - Very  late  die  state.  Loss  of  major  detail  due  to  die 
wear. 


S-factor:  Strike 

The  Strike  factor  is  an  equally  important 
component  of  the  quality  qualifier.  A well  struck  coin 
will  have  much  more  desirability  than  an  average  or 
weakly  struck  coin.  Look  at  full  head  Standing  Liber- 
ty quarters,  full  band  Mercury  dimes.  There  is  enor- 
mous attention  paid  to  strike.  And  a fully  struck  coin  is 
always  in  high  demand  over  an  average  struck  coin. 

Strike  is  an  issue  that  is  also  subject  to  over- 
grading. Ever  see  a full  bands  Mercury  dime  with 
weak  lettering?  It  is  not  fully  struck,  despite  the  claim 
by  looking  solely  at  the  bands.  If  you  are  looking  for  a 
Full  bands  Mercury  dime  with  full  letters,  you  would 
search  out  the  coins  listed  with  a factor  of  “5,”  even  if 
the  grade  you  desire  is  a Choice  About  Uncirculated. 

Strike  Factor 

5 - Full  strike.  Full  details. 

4 - Good  strike.  Most  of  the  design  and  letters  fully 
stuck. 

3 - Average  strike.  Some  parts  of  the  design  lack  defi- 
nition due  to  strike. 

2 - Below-average  strike.  Some  detail  is  close  to  miss- 
ing. 

1 - Weak  strike.  Some  details  are  missing  due  to  strike. 
0 - Very  weak  strike.  Major  design  loss  due  to  strike. 

Color 

For  copper  and  bronze  coins,  the  color  is  also 
a factor.  Here  we  just  add  the  typically  used  letters  to 
describe  a Full  Red  (RD)  and  a Full  Brown  (BN)  coin. 
The  color  is  optional  on  circulated  coins,  as  these  tend 
to  be  assumed  to  be  Brown.  For  the  various  shades  of 
red  and  brown,  we  use  a percentage  of  red  with  the 
Red-Brown  designation  (RB). 

Color  Factor 

(copper  or  bronze  coins  only) 

RD  - Full  red  color. 

RB  - Red-brown,  with  a number  indicating  the  per- 
centage of  red. 

BN  - Brown. 


Using  the  PDS  Grading  system. 

The  adjectival  grade  is  a fixed  description  of 
the  actual  grade  using  the  ANA  Grading  Standards. 
The  PDS  grade  is  displayed  in  parentheses  following 
the  coin’s  adjectival  grade.  Inside  the  parentheses, 
first  comes  the  composite  PDS  grade — or  the  quali- 
fier, which  tells  you  the  coin’s  overall  quality — then 
the  individual  grade  is  broken  down  into  the  factor  for 
Planchet,  factor  for  Die,  factor  for  Strike,  and  if  the 
coin  is  copper  or  bronze  the  color  designation. 

Here  is  an  example: 

GemAU(  13:4,  4,  5,RB10%) 


In  this  example  we  have  a bronze  coin  graded 
Gem  About  Uncirculated  - a AU-58  on  the  70- Point 
grading  scale.  The  qualifier  in  the  example  above  (13) 
is  taken  from  a ranking  of  4 for  Planchet,  4 for  Die, 
and  5 for  Strike,  and  RB  10%  for  the  color  designa- 
tion. The  coin  described  is  a very  nice  coin.  It  has 
just  the  slightest  of  wear.  The  planchet  has  fewer  and 
less  distracting  marks  than  the  average  planchet  and 
retains  its  original  surface.  The  die  was  in  an  early  die 
state,  showing  sharp  detail,  when  this  coin  was  struck. 
Almost  all  of  the  details  are  fully  struck.  It  has  a trace 
of  original  red  color. 


You  can  tell  much  more  from  this  system  than 
if  1 called  the  same  coin  an  AU-58RB. 

Have  you  ever  seen  coins  with  rub  that  have 
been  called  MS-62?  Suppose  its  owner  resubmits  this 
coin  for  third-party  grading  and  it  receives  a grade 
of  MS-62RB.  Under  strictly  interpreted  ANA  Grad- 
ing Standards  a coin  with  slight  wear  would  not  be 
eligible  for  a Mint  State  grade,  but  “market  grading” 
often  is  more  relaxed,  especially,  you  hope,  if  it  is 
your  coin.  Now  if  you  are  being  honest  with  yourself 
you  can  assign  a PDS  grade  it  as  it  was  previously 
described  above.  However,  if  you  take  the  new  grade 
on  the  holder  as  the  truth,  then  the  PDS  grade  might 
be  rendered  like  this: 

Typical  Unc  (9:  2,  4,  3,  10%) 

This  is  the  same  coin,  but  now  that  we  are  as- 
signing a different  adjectival  grade  to  it,  some  of  the 
factors  will  change.  The  Planchet  factor  is  lowered  to 
a 2 to  account  for  the  light  wear  visible.  The  Die  factor 
stays  the  same,  and  the  Strike  factor  is  lowered  since 
some  might  argue  that  the  wear  is  actually  a strike 
deficiency.  Thus  the  above-average  Gem  AU (13)  is 
now  just  an  average  Typical  Unc  (9).  If  the  same  coin 
somehow  received  an  MS-65 RB  grade,  as  happens  too 
often  nowadays,  and  the  owner  or  cataloger  wished  to 
agree,  then  maybe  the  factor  would  drop  to  something 
like  this: 

Gem  Unc  (8:  1,  4,  3). 

The  Planchet  factor  would  drop  as  the  only 
way  to  account  for  the  wear  not  described  on  the 
grade.  It  has  too  many  marks  for  the  grade,  so  it  is 
very  low-end. 

The  key  to  preserving  a market  in  properly 
graded  coins  is  to  identify  average  and  above-average 
qualifiers  for  the  grade  against  below-average  quali- 
fiers for  the  grade.  Once  these  attributes  are  identified 
in  auction  catalogs,  and  only  the  9 to  1 5 coins  are  used 
for  pricing  data,  then  we  may  be  able  to  correct  the 
problem  of  overgraded  coins  depressing  the  market. 


The  future  of  the  coin  market. 

The  present  grading  services  should  do  ev- 
erything in  their  power  to  eliminate  grading  inflation. 

It  may  already  be  too  late  to  reverse  the  effects,  but 
if  current  standards  used  by  grading  companies  stay 
true  to  a strict  grading  standard,  then  the  amount  of 
overgraded  coins  will  not  increase  and  the  percentage 
seen  in  the  market  may  even  decrease.  If  they  fail  and 
succumb  to  greed  and  profits  over  market  stability, 
then  they  risk  losing  the  trust  of  the  public.  When  that 
happens,  another  new  grading  service  could  come  to 
the  forefront  simply  by  reholdering  only  the  coins  that 
adhere  to  the  long-accepted  standards. 

We  all  need  to  be  pro-active  in  ensuring  the 
market  is  not  based  on  the  worst  of  the  coins,  but  the 
average.  Transparency  is  essential  in  pricing,  but  so 
is  using  valid  data  points.  We  are  lucky  to  be  able  to 
have  so  much  data  at  the  push  of  a button.  We  need  to 
be  able  to  use  this  information  properly.  By  identifying 
the  properly  graded  coins  and  having  market  prices 
based  on  those  coins  alone  without  condemning  the 
overgraded  coins,  the  market  may  eventually  thrive. 

The  use  of  the  PDS  system  can  help.  Since 
it  is  a standard  based  on  the  ANA  grading  standards 
and  uses  a qualifier  that  can  change  when  the  grade  is 
inflated,  then  it  is  self-correcting.  It  can  be  used  for  all 
coins  - Ancient,  medieval,  hammered,  steam  press,  and 
modem.  It  is  not  tied  directly  to  the  whim  of  a corpo- 
ration or  individual  who  owns  a grading  service  with 
the  power  to  change  the  standards  at  any  time.  Also,  it 
can  be  used  to  describe  any  coin  without  running  afoul 
of  eBay’s  current  rules  for  uncertified  coins. 

Please  give  this  proposal  careful  consideration. 
Discuss  it  and  point  out  any  flaws  you  may  see.  I 
would  be  happy  to  hear  from  you. 

Rick  Snow 

Rick@indiancent.com 


PDS  Grading  System  vs.  the  Sheldon  70-Point  scale. 

By  Richard  Snow 


The  70-Point  Sheldon  grading  system  has  been 
tied  to  the  ANA  grading  standard  to  the  point  where 
they  describe  the  same  thing.  When  we  say  a coin  is 
a “64,”  we  are  saying  that  it  is  a Choice  Uncirculated 
coin.  When  we  say  a coin  is  a “45,”  we  are  saying  that 
it  is  a Choice  Extremely  Fine  grade.  This  is  accept- 
able as  long  as  the  ANA  Grading  standards  are  at  the 
root  of  the  grading.  Once  grading  companies  gain  the 
power  to  alter  the  grading  standards  in  their  favor,  it 
is  no  longer  ANA  grading  standards  we  are  talking 
about. 

Here  is  the  conversion  of  the  adjectival  grade 
and  the  70-Point  scale: 


Poor 01 

Fair 02 

About  Good 03 

Good. 04-06 

Very  Good. 08-10 

Fine 15-18 

Very  Fine 20-25 

Choice  Very  Fine 30-35 

Extremely  Fine 40 

Choice  Extremely  Fine 45 

About  Uncirculated 50-53 

Choice  About  Uncirculated 55 

Gem  About  Uncirculated. 58 

Uncirculated/Proof. 60 

Typical  Uncirculated/Proof 61-62 

Average  Uncirculated/Proof 63 

Choice  Uncirculated/Proof. 64 

Gem  Uncirculated/Proof. 65 

Superb  Gem  Uncirculated/Proof ....  66-67 
Perfect  Uncirculated/Proof. 68-70 


The  Sheldon  70-Point  scale  offers  a number 
that  seems  to  be  precise.  It  also  gives  the  impression 
that  a coin  with  a higher  number  on  the  scale  is  a bet- 
ter coin.  This  is  not  always  true  - many  would  argue 
that  a “58”  coin  is  many  times  better  than  a “60”  coin. 

Tied  to  this  notion  of  precise  grading  is  the 
idea  that  the  value  attached  to  that  grade  number  is  the 
real  immutable  value  for  that  grade  and  it  is  equal  to 
all  other  coins  with  that  number  grade. 


Today,  coin  grades  seen  in  the  market  from  the 
span  of  the  last  30  years  are  no  longer  precise.  Coins 
with  a given  grade  number  are  not  equal.  Coins  with 
a higher  grade  number  may  not  actually  be  a higher 
grade.  The  pricing  based  on  the  last  sale  of  a coin  may 
not  accurately  reflect  the  market  for  all  coins  in  that 
grade. 

The  PDS  grading  system  changes  the  number 
from  a reflection  of  the  grade  to  a reflection  of  the 
quality  of  the  coin  within  the  grade  assigned. 

If  you  agree  with  the  grade  assigned  by  a 
grading  service,  you  can  use  that  grade  as  the  adjec- 
tival grade,  such  as  Choice  Extremely  Fine  (EF-45) 
or  Choice  Uncirculated  (MS-64)  and  apply  the  PDS 
grade  qualifier  to  it. 

A EF-45  might  become: 

Choice  EF  (13:  4,4,5),  or  Choice  EF  (13)  for  short. 

A MS64  might  become: 

Choice  Unc.  (11:  3,3,5)  or  Choice  Unc.  (11). 

The  factors  - Planchet,  Die  and  Strike  are 
evaluated  for  each  grade  and  added  together  to  get  the 
qualifier.  These  are  described  in  the  previous  article 
“ The  PDS  Grading  System This  is  a non-linear  scale. 
A really  nice  AU coin  will  get  a higher  score  than  a 
low  end  Uncirculated  coin.  A correctly  graded  EF  will 
get  a higher  score  than  an  overgraded  EF,  even  if  both 
carry  the  “40”  Sheldon  grade. 

The  factors  will  change  as  the  grades  change. 
If  we  are  dealing  with  an  overgraded  coin,  the  fac- 
tors, if  accurately  figured,  will  likely  show  the  coin 
as  below  average,  with  a qualifier  below  the  average 
number  of  9. 


Using  the  PDS  grading  System 


II  there  is  a small  tick  or  imperfection  then  the  P-fac- 
tor  would  be  a “3,”  lowering  the  qualifier  to  a “13.” 

Maybe  there  is  a spot  that  is  visible.  Now  the 
P-factor  is  a “0”  and  the  qualifier  will  now  be  a “10.” 

It  the  coin  is  now  an  obviously  overgraded  coin  for  the 
Perfect  Uncirculated  grade  holder.  Nothing  but  a “15” 
would  be  acceptable  to  most  for  what  we  expect  for  an 
MS-70  grade.  However  an  MS-69  would  be  accept- 
able for  a “13”  qualifier.  An  MS-68  would  be  accept- 
able for  a “10”  qualifier. 

Now  if  that  MS-69  coin  were  graded  MS-70,  it 
would  be  obviously  overgraded.  The  PDS  grade  would 
not  change  and  it  would  alert  anyone  that  it  is  not  per- 
fect and  not  a true  MS-70. 


MS-70  or  Perfect  Unc  (15:  5,5,5) 

Let’s  look  at  some  examples.  If  we  are  look- 
ing at  a modem  issue  coin  where  the  grades  are  typi- 
cally Perfect  Uncirculated  (MS-68  to  MS-70),  then 
the  qualifier  will  likely  be  dependent  on  the  Planchet 
factor.  Die  and  strike  will  likely  be  a “5.”  Any  imper- 
fection will  lower  the  Planchet  factor  (P-factor).  When 
a coin  that  is  graded  using  the  Sheldon  scale  as  MS- 
70,  then  its  P-factor  should  be  a “5”  making  the  PDS 
qualifier  a full  “15.” 


MS66  or  Superb  Gem  Unc  (15,  5,5,5) 

If  the  MS-69  coin  got  an  undeserved  low 
grade,  like  MS-66,  it  would  look  undergraded.  It 
would  be  called  a Supurb  Gem  Uncirculated  (MS-66 
and  MS-67)  and  have  a P-factor  a little  higher  than  if 
it  were  called  MS-69.  A small  tick  or  small  spot  may 
be  acceptable  for  a full  “5”  on  the  P-factor,  since  we 
are  not  looking  for  perfection  on  a MS-66.  So  a Per- 
fect Gem  Unc.  (13)  is  the  same  as  a Suburb  Gem  Unc. 
(15). 

As  we  go  down  the  grades,  the  factors’  values 
will  change  slightly  to  describe  what  we  are  expecting 
for  the  grade  assigned. 

MS-69  or  Perfect  Unc  (13:  3,5,5) 


As  noted  earlier,  the  70-Point  Sheldon  scale 
has  an  aura  of  precision  which  does  not  exist.  Ad- 
ditionally, it  has  a linearity  that  does  not  exist.  A coin 
is  not  made  perfect  when  struck.  It  may  have  been 
flawed  by  a weak  strike  or  struck  with  worn  dies  and  it 
could  never  have  been  graded  MS-70  - A Perfect  Un- 
circulated. Any  number  of  problems  can  interfere  with 
the  coin's  perfection  at  creation.  As  it  enters  circula- 
tion and  is  handled  in  the  banking  system,  it  acquires 
marks  and  abrasions.  A coin  flawed  when  struck  may 
start  out  as  a MS-63  or  Typical  Uncirculated  grade. 

As  it  acquires  wear,  it  may  go  directly  to  AU- 
50  or  About  Uncirculated  without  ever  going  to  the 
Choice  category.  Likewise  it  will  never  be  a Choice 
Extremely  Fine  either.  In  lower  grades  the  late  die 
state  or  weakly  struck  coin  may  jump  down  to  a grade 
that  accounts  for  the  lack  of  detail  as  actual  wear.  So 
a Lincoln  cent  that  was  struck  with  dies  so  worn  that 
the  wheat  stalks  are  missing  might  go  from  AU  to  VG 
without  ever  passing  the  intermediate  grades. 

The  Die  factor  (D-factor)  deals  with  the  die 
state.  This  factor  might  be  the  hardest  for  the  average 
collector  to  judge,  especially  on  lower  grade  coins. 
Dies  are  prepared  differently  between  series  and  time 
periods.  Some  Morgan  dollars  are  highly  polished, 
giving  them  Deep  Mirror  Proof-like  fields  (DMPL), 
where  other  dies  in  the  same  series,  date  and  mint  are 
frosty  when  new.  Determining  a DMPL  from  a later 
die  state  Prooflike  (PL)  coin  is  a bit  of  a grading  talent. 


DMPL  or  Very  Early  Die  State , D-Factor  5. 


PL  or  Early  Die  State , D-Factor  4. 


Average  Die  State , D-F actor  3. 


Confusion  will  also  arise  from  coins  that  ex- 
hibit heavy  cartwheel  luster.  Cartwheel  luster  comes 
from  heavy  usage  from  a die,  so  it  is  might  be  a later 
die  state  than  a coin  with  moderate  cartwheel  luster. 

The  main  thing  to  describe  when  assigning  the 
D-factor  is  the  exceptional  pieces.  A DMPL  should 
get  a “5”  D-factor.  A PL  Morgan  dollar  should  get  a 
“4.”  An  Early  Walking  Liberty  half  with  a surface  that 
looks  like  a Matte  Proof  should  get  a “5”  D-factor  as 
well. 


Coins  that  might  be  described  as  having  a late 
die  state  will  receive  a “2,”  “1”  or  “0”  D-factor.  Some- 
times a later  die  state  is  desirable,  as  in  the  case  with 
some  early  Large  Cents  with  die  cracks.  Other  times  is 
is  not,  as  in  the  case  with  some  of  the  Buffalo  nickels 
and  Lincoln  cents  from  the  branch  mints  in  the  1920’s. 
A later  die  state  where  the  details  are  weak  or  missing 
should  be  given  low  marks  on  the  D-factor.  Presently, 
a late  die  state  1923-S  Buffalo  Nickel  with  all  rough- 
ness of  the  the  buffalo’s  hide  smooth  and  the  horn 
melted  into  the  design  can  get  an  MS-65  grade.  Using 
the  PDS  system  it  would  get  low  marks. 


Late  Die  State,  D- Factor  2. 


A weakly  struck  coin  also  has  deficiencies  that 
are  not  easilly  described  using  the  70-Point  system. 

A coin  could  be  struck  weakly,  have  debris  blocking 
some  of  the  letters  or  devices  or  some  other  problem 
such  as  lint  strike-thoughs.  These  will  have  varying 
effects  on  the  Strike  factor  (S-factor).  If  a Gem  Proof 
(PR-65)  coin  has  some  issues  with  weakness  in  its 
strike  weakening  some  of  the  design,  then  it  would  be 
a negative  for  the  S-factor.  Perhaps  a Gem  Proof  (13: 
4,4,5)  would  be  appropriate.  Does  that  strike  issue 
normally  come  into  play  on  a PR-65?  Not  usually.  But 
it  does  using  the  PDS  system. 

A coin  bom  with  a weak  strike  will  always 
have  a weak  strike.  As  it  progresses  down  the  grades 
as  it  wears  or  becomes  impaired,  it  will  never  have  the 
coveted  “5”  for  the  S-factor.  This  cannot  be  shown  on 
the  70-Point  scale. 


Weak  Strike,  S-Factor  2 


The  1877  Indian  above  is  graded  PR63RB  by 
PCGS.  Shall  we  call  it  worn  or  a weak  strike?  Given 
the  grade,  we  can  give  it  a S-Factor  of  a 2 and  settle  it 
as  a low  end  coin  regardless. 

We  have  strike  monikers  for  many  different 
series:  Full  bell  lines,  full  head,  fill  bands,  full  hom, 
full  thumb,  etc.  Some  series  do  not  have  them  only 
because  there  is  not  a simple  point  to  describe.  We 
could  have  full  stars  Capped  Bust  half  dollars,  but  that 
doesn’t  fully  describe  a full  strike  on  that  series.  We 
could  have  full  diamond  Indian  cents,  but  the  feather 
tips  are  where  weakness  is  usually  seen. 

The  S-factor  using  the  PDS  system  eliminates 
the  focal  point  for  strike  determination,  such  as  the 
central  bands  for  Mercury  dimes.  Instead,  to  get  a “5” 
S-factor,  it  has  to  be  fully  struck  - central  bands,  all 
design  elements,  including  the  letters  near  the  rim.  A 
“full  bands”  dime  with  weak  letters  would  have  a “4” 
S-factor.  All  series  would  be  treated  equally  despite 
the  design  differences. 


Full  Strike,  S-F actor  5 


Average  Strike,  S-Factor  3 


Morgan  dollars  from  the  New  Orleans  mint  are 
prone  to  weak  strikes.  There  is  no  “full  hair  above  the 
ear”  moniker  for  Morgan  dollars,  so  the  exceptional 
well-struck  New  Orleans  Morgan  dollar  goes  for  sale 
unrewarded  using  the  70-Point  system.  While  many 
New  Orleans  dollars  will  get  a “3”  or  “4”  S-factor  us- 
ing the  PDS  system,  there  are  some  that  will  get  a “5.” 


20%  RED  50%  RED 


75%  RED  90%  RED 

The  terminology  that  develops  using  the  PDS 
system  will  evolve.  I think  people  will  easily  come  to 
possibly  call  an  exceptional  coin  a “15”  and  maybe  a 
low-end  coin  a”6”  in  the  course  of  trading  opinions, 
this  being  a short  version  of  the  qualifier. 

Factors  may  also  get  shortened  in  discussions. 
You  may  also  say  something  like  “This  coin  has  a 5 
strike,”  or  “This  die  state  is  a 2.”  With  enough  prac- 
tice, it  will  be  easy  to  learn  and  use  this  system  along- 
side the  70-Point  scale.  Eventually  you  will  come  to 
realize  the  70-Point  system  is  redundant  and  useless. 


On  the  other  hand,  some  Flying  Eagle  cents 
show  weakness  and  there  is  presently  no  way  to 
identify  them.  When  the  head  or  tail  of  the  eagle  is 
so  weak  that  some  of  the  detail  is  missing,  then  the 
S-factor  will  drop  to  a “1”  or  “0.”  This  is  presently  not 
taken  into  account  using  the  70-Point  system. 

The  color  designation  is  independent  of  the 
grade  and  qualifier.  Presently  we  use  BN  for  Brown, 
RD  for  Red  and  RB  for  everything  in  between  (Red- 
Brown.)  The  PDS  system  used  a percentage  of  red  for 
Red-Brown. 


Systemic  Overgrading  and  Hon > it  Effects  Coin  Values. 

By  Richard  Snow 


I have  written  about  the  problem  of  overgrading  for  many 
years  now.  In  19%.  I began  a service  called  Photo  Seal  to  fight 
against  the  problem.  In  small  ways  it  has  helped  control  the  prob- 
lem within  the  Flying  Eagle  and  Indian  cent  collector  community, 
but  we  are  now  closing  in  on  30  years  of  certified  grading.  Over 
the  years  we  have  seen  an  ever  increasing  amount  of  coins  be- 
ing certified  with  grades  that  can  only  be  described  as  being  over- 
graded. These  coins  do  not  disappear  from  the  market  once  they 
are  graded.  In  fact  they  tend  to  have  a multiplying  effect  on  the 
number  of  coins  seen  in  the  market.  Once  graded,  they  are  placed 
in  the  marketplace,  usually  at  auction.  There  they  tend  to  sell  for 
below  market  prices.  The  original  submitters  reap  their  profit  and 
from  then  on  they  are  traded  at  a discount.  From  auction  to  eBay  to 
dealers  inventory  to  eBay  again  and  then  back  to  another  auction, 
never  finding  a final  resting  place.  The  real  problem  is  that  each 
public  sale  is  a lower  data  point  for  the  price  guide  editors. 

The  grading  services  - PCGS  and  NGC,  are  both  in  a 
business  model  of  ever  decreasing  returns.  They  are  fighting  for 
submissions.  The  more  coins  they  certify,  the  less  coins  there  are 
to  submit.  This  is  the  law  of  diminishing  returns.  If  standards  re- 
mained fixed  and  equal  between  grading  services  and  the  same 
standard  were  applied  to  coins  year  after  year,  soon  there  would 
be  no  reason  to  resubmit  an  already  certified  coin.  There  would  be 
no  incentive  to  crossover  a coin.  There  would  be  no  incentive  to 
choose  one  company  over  another. 

To  keep  coins  being  submitted  they  have  used  all  types 
of  revenue  enhancement  strategies  to  keep  coins  being  graded  and 
regraded.  This  is  business.  They  walk  the  line  between  respect  and 
ruthlessness  as  in  any  corporate  culture.  As  a submitter  you  want 
the  greatest  return  for  your  coin.  Most  dealers  would  send  a coin 
to  whoever  they  think  will  give  them  the  highest  grade.  This  in- 
creases their  profit.  I think  most  collectors  just  want  their  coins 


graded  correctly.  If  a grading  service  caters  to  one  group  and  give 
out  gift  grades  to  large  submitters,  they  run  the  risk  of  alienating 
the  other  group  who  demand  accuracy. 

The  problem  now  is  that  the  majority  (50%  to  75%)  of  the 
coins  in  slabs  are  overgraded  by  the  standards  set  by  the  grading 
companies  in  the  1990’s.  As  a collector,  you  have  to  acknowledge 
the  problem.  There  are  two  choices  you  can  make  in  adding  coins 
to  your  collection:  buy  the  coin  in  the  holder  or  buy  the  coin  re- 
gardless of  the  holder.  Your  personal  attention  to  quality  does  not 
fix  the  problem  of  these  overgraded  coins  lowering  market  prices. 
It  might  even  make  it  worse  if  there  are  fewer  buyers  of  these 
coins. 

The  problem  can  only  be  fixed  by  the  increased  aware- 
ness that  auction  prices  of  just  any  slabbed  coin  is  not  the  best  way 
to  record  the  market  or  determine  the  value  of  a coin.  Auction  sales 
must  be  judged  on  the  quality  of  the  coin.  Is  it  properly  graded  or 
not. 

So,  what  price  is  an  accurate  reflection  of  the  coin  be- 
ing considered?  It  used  to  be  that  the  price  was  a reflection  of  the 
dealer-to-dealer  market  where  both  buyer  and  seller  had  experi- 
ence and  knew  how  to  grade.  If  two  dealers  agree  on  a price  of  a 
coin,  it  can  be  argued  that  the  coin  is  correctly  graded  and  correctly 
priced.  There  are  a multitude  of  other  factors,  but  the  basic  premise 
is  there.  From  this  price  a reasonable  mark-up  of  10%  to  30%  is 
applied  and  a retail  price,  or  “ask”  is  established.  This  is  what  used 
to  be  listed  in  the  price  guides. 

Another  way  to  determine  a price  is  to  use  auction  re- 
cords. With  the  advancement  of  easily  referenced  auction  records, 
this  is  the  way  most  dealers  and  collectors  determine  an  average 
price.  The  established  printed  price  guides  are  now  an  afterthought. 
Although  it  seems  on  the  surface  a fair  way  to  judge  a market,  it  is, 
in  the  face  of  massive  overgrading,  a very  destructive  practice. 


1877  AU50  PCGS  (PS)  February  2013  $ 4,500  (Fixed price  sale) 


1877  AU50  PCGS  July  2013  $3,000  (Fixed price  sale) 


To  show  you  the  problem,  we  will  look  at  one  grade  of 
one  coin  and  show  how  overgrading  has  hurt  the  market.  Lets 
choose  the  1 877  Indian  cent  in  AU50  condition. 

The  proper  grade  is,  and  has  been  for  the  modem  post 
Photograde  era  defined  as  “Some  original  luster  remains.  Some 
marks.  Obvious  wear.  ” The  image  on  the  previous  page  is  a 
properly  graded  1877  in  AU50.  This  is  a PCGS-graded  and  Pho- 
toSealed,  or  (PS).  My  records  show  that  this  coin  sold  for  $4,500 
in  2013. 

This  next  coin  is  PCGS  graded  AU50  that  I sold  for 
$3,000  a few  months  later  that  is  not  PhotoSealed.  The  reason  is 
that  I felt  it  was  merely  an  XF40,  not  an  AU.  Notice  how  the  lower 
hair  curl  is  nearly  connected  to  the  ribbon?  There  is  no  original 
surface  luster  remaining.  There  is  obviously  a big  difference  in 
quality,  which  is  the  reason  for  the  big  difference  in  price.  This 
reasoning  is  very  easy  to  grasp.  Confronted  with  this  simple  ex- 
planation of  value  it  is  obvious  why  one  would  want  one  over  the 
other  - quality  and  price.  The  $3,000  coin  might  fit  right  in  a col- 
lection where  the  $4,500  was  out  of  the  budget.  The  $4,500  one 
might  have  the  look  that  the  new  owner  had  been  looking  for  for 
years  without  luck,  price  is  not  the  main  concern. 

I hope  this  clearly  shows  the  wide  differences  seen  in 
similarly  graded  coins.  The  date  should  not  matter.  The  prices  as- 
signed by  the  seller,  in  this  case,  myself,  were  derived  from  re- 
search into  what  other  examples  of  the  same  quality  have  sold  for 
in  the  past.  I did  not  use  auction  records.  There  is  always  give-and- 
take  in  arriving  at  a price  and  buyers  should  have  a say  in  that  pro- 
cess. If  the  established  market  for  a (PS)  AU50  is  $4,500  then  the 
price  paid  by  the  dealer  to  acquire  it  should  be  in  line  with  that  as 


well.  Probably  in  the  $3,750  to  $4,000  range.  This  is  a 25%  to  12% 
margin.  The  non-(PS)  coin  above  is  an  XF  coin  in  a AU50  holder. 
It  may  have  been  bought  for  XF  money  (about  $2,500)  because  it 
is  obviously  not  an  AU50.  To  move  it  out  quickly,  it  is  offered  at  an 
attractive  price  for  an  AU50,  maybe  $3,000.  This  would  be  a 20% 
margin.  Both  instances  are  the  correct  way  to  evaluate  the  coin 
based  on  the  quality  of  the  coin,  not  the  grade  on  the  holder. 

Now  if  these  coins  were  sold  in  auctions,  they  would 
probably  bring  between  $4,000  for  the  (PS)  coin  and  $2,700  for 
the  non-(PS)  coin.  Auction  buyers  are  usually  pretty  savvy  and 
they  don’t  stretch  on  a coin  unless  it  is  something  special.  The  first 
coin  shown  is  special.  It  would  be  a great  coin  to  own  for  a collec- 
tion of  AU  Indian  cents.  If  it  sold  to  a dealer,  like  me,  I would  hope 
to  be  the  winner  of  both  pieces  at  the  prices  stated  above,  although 
I would  much  prefer  to  buy  the  first  one  for  $4,000. 

This  is  hypothetical,  as  both  coins  were  not  acquired  in 
auction.  If  put  then  in  an  auction,  we  don’t  know  what  price  they 
would  fetch.  If  no  one  bidding  knew  that  the  market  for  a properly 
graded  AU50  was  $4,500,  then  they  might  think  that  anything  over 
$3,000  was  too  much.  Why  would  they  let  it  pass  for  so  little?  Auc- 
tion records.  Lets  look  at  some  actual  auction  records.  The  sales  I 
list  here  are  the  only  sales  1 found  of  1877  Indian  cents  in  certified 
holders  graded  AU50  over  the  past  few  years.  Very  few  have  sold 
so  we  have  to  go  back  to  20 1 2. 


Lets  look  at  more  1877  AU50  Indian  cents  from  auctions 
in  2012.  None  of  these  have  any  acceptance  stickers  from  CAC  or 
(PS).  This  may  mean  they  were  sent  in  and  rejected,  but  we  can't 
be  sure.  To  me,  they  both  look  overgraded.  At  that  time  the  PCGS 
price  guide  showed  $2,950  for  AU50  and  Coin  Wold  trends  was  at 
$2,750.  These  sold  for  a bit  below  these  prices.  Perhaps  it  was  the 
lack  of  a CAC  sticker  or  just  the  overall  quality  of  the  coins.  What 
happens  next  is  that  the  pricing  guides  report  these  sales  as  what 
they  believe  are  true  AU50  coins. 


The  $2,585  and  $2,443  prices  represent  prices  for  XF 
coins  because  I think  most  people  who  actually  viewed  the  coins 
think  that  they  were  XF  coins  in  AU  holders.  These  prices  represent 
the  real  market  for  XF,  but  it  is  getting  reported  as  prices  realized 
for  AU  coins.  What  has  happened  next  is  that  the  market  of  AU50 
has  shifted  from  properly  graded  coins  to  overgraded  coins.  Now, 
the  accepted  market  price  for  AU50  is  $2,500  to  $3,000  where 
it  should  be  $4,000  to  $4,500.  Overgrading  and  pricing  based  on 
overgraded  coins  has  lowered  the  price. 


PCGS  AU50 
No  CAC  or  (PS) 


1877 AU50  PCGS  November  2012  $ 2,585 


PCGS  AU50 
No  CAC  or  (PS) 


1877 AU 50  PCGS  March  2012  $2,443 


Here  are  more  sales  from  2014.  By  this  time,  the  PCGS 
price  guide  was  lowered  to  $2,600,  reflected  by  the  sale  of  the  two 
prior  coins.  Coin  World  trends  still  listed  a price  of  $2,750. 

Both  coins  were  PCGS  certified  long  ago  (over  15  years) 
and  recently  CAC  accepted.  They  are  decent  coins,  but  not  what  I 
would  call  AU,  even  though  CAC  accepted  them.  The  top  one  has 
dull  surfaces  which  are  not  original.  The  other  has  good  surfaces 
but  too  much  wear  for  AU,  but  is  a bit  better  than  the  others  seen. 
These  two  auction  results  show  that  a value  for  these  coins  is  about 
$3,000. 


It  is  simple  to  understand  that  when  two  PCGS/CAC 
AU50’s,  sell  for  $3,000,  the  market  says  that  is  what  these  coins 
are  worth.  What  is  not  easy  to  understand  is  that  by  standards  in 
use  since  the  I990’s  these  coins  would  all  be  called  XF.  The  mar- 
ket for  a correctly  graded  XF  is  $2,500  and  theses  auctions  reflect 
that  clearly,  with  maybe  an  extra  premium  for  the  higher  grade  on 
the  holder  and  CAC  sticker. 

Paying  $4,500  for  a properly  graded  AU50  is  looking 
more  and  more  of  a stretch  based  on  these  auction  results. 


AU50 
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1877 AU50  PCGS  (CAC)  September  2014  $3,055 


AU50 

1877 AU50  PCGS  (CAC)  August  2014  $3,000 


1877  1C 

AU  50  BN 


1877  AU 50  NGC  March  2014  $2,232 


We  are  seeing  coins  that  are  actually  XF  being  systemi- 
cally  graded  as  AU50.  Note  that  none  of  these  have  any  detail  on 
the  diamond  or  original  surface  luster.  Lets  look  at  an  NGC-graded 
coin  now.  This  coin  is  the  only  recent  auction  I found  of  an  NGC- 
graded  1877  in  AU50.  This  is  a low-end  XF  at  best  since  it  has 
heavy  marks,  no  luster  and  a good  amount  of  wear.  It  sold  in  2014 
for  only  $2,232,  which  is  obviously  because  of  its  low  quality. 
Now  that  our  eyes  are  accustomed  to  what  is  generally  available  as 
in  AU50  certified  holders,  we  should  step  back  and  ask  ourselves, 
so  what!  What  does  this  have  to  do  with  my  collection? 

It  has  everything  to  do  with  your  collection,  and  the  value 
of  it.  The  1877  that  was  shown  at  the  beginning  of  the  article  that 
sold  for  $4,500.  That  is  the  real  market  price  for  a properly  graded 
AU50  1877.  Would  you  pay  $4500  for  it?  Probably  not,  and  the 
reason  is  a risk  aversion  and  false  equivalency. 

We  are  trained  to  be  risk  averse  when  it  comes  to  buying 
coins.  We  want  to  know  that  what  we  are  paying  is  a fair  market 
value.  We  don’t  like  to  be  over  charged.  When  we  pay  $4,500  for 
a coin  and  put  it  in  our  collections,  satisfied  that  our  long  search 
for  that  coin  is  over  and  then  see  the  auction  records  for  similarly 
graded  coins  selling  for  $2,000  below  what  we  paid,  then  1 think 
we  get  a bit  angry.  To  compensate,  we  may  set  our  budget  for  the 
1877  AU50  at  $3000.  This  is  risk  aversion. 

20  years  ago,  1 began  to  warn  against  judging  equiva- 
lent value  with  similarly  labeled  coins  in  slabs.  Others  have  too. 
Q.  David  Bowers,  a charter  Fly-In  Club  member  has  repeatedly 
written  about  Cherrypicking  for  quality.  He  would  also  remind  you 
that  you  have  to  pay-up  for  quality  when  it  is  found. 

Using  only  the  auction  records  for  one  year,  we  see  that 
there  was  no  equivalent  sale  for  a properly  graded  1877  in  AU50. 
How  can  you  pay-up  for  quality  when  nothing  is  available'?  How 
can  you  evaluate  the  market  when  there  are  no  sales  of  similar 
quality  coins.  Even  the  CAC  accepted  coins  did  not  measure  up, 
and  the  market  has  given  great  weight  to  that  acceptance. 


When  we  attempt  to  figure  out  the  proper  price  of  a coin, 
we  use  an  equivalency  factor.  A true  equivalency  factor  would  be 
to  look  at  the  coins  and  judge  the  coins  side  by  side  and  determine 
the  proper  value  based  on  a past  sale  price  of  one  of  the  coins. 

A false  equivalency  would  be  to  judge  the  coins  based  on 
the  holders  and  the  acceptance  stickers  they  have  or  don’t  have. 
We  see  from  the  past  auctions  of  AU50  1877  Indians  that  all  had 
issues  which  kept  the  prices  realized  down.  Now  the  market  is  ac- 
cepting the  value  of  these  overgraded  coins  for  the  real  value  of  a 
real  AU50.  Why?  Lets  look  at  the  prcing  guides. 

Coin  World  trends  lists  an  AU50  1877  at  $2,750,  Coins 
Prices  magazine  at  $2,850,  PCGS  price  guide  at  $2,600  and  NGC 
price  guide  at  $2,790. 

The  Fly-In  club  price  guide  (presented  in  this  issue  of 
Longacre’s  Ledger)  shows  $4,500.  From  my  point  of  view,  if  I 
were  judging  the  market  for  all  AU50  1877  Indian  cents  that  I saw 
that  really  made  the  grade,  I might  say  they  should  be  $5,500,  be- 
cause they  are  so  rare.  I haven’t  seen  one  for  over  a year! 

From  a collector’s  point  of  view,  given  what  the  pricing 
guides  say,  you  might  think  that  $4,500  was  an  insane  amount  to 
pay  and  would  never  do  it. 

Now  that  we  are  clearer  understanding  on  the  true  pricing 
equivalency  based  on  actual  coins  and  a false  one  based  on  hold- 
ers, we  should  see  the  problem.  We  are  faced  with  the  entire  mar- 
ket based  on  a different  standard.  Either  we  adhere  to  that  standard 
or  choose  to  ignore  it. 

The  EAC  long  ago  fought  against  this  very  problem. 
They  stuck  to  a standard  that  was  unchanging  and  unrelated  to  the 
slippery  grading  standards  we  call  “market  grading”.  It  only  works 
because  all  most  EAC  collectors  abide  by  it.  Most  EAC  dealers  do 
to.  Even  auction  companies  list  a EAC  grade  beside  the  certified 
grade. 

If  you  apply  market  pricing  guides  to  Large  cents  you 
will  find  out  quickly  that  all  you  have  been  able  to  buy  is  a collec- 
tion of  low-end  junk. 


Are  Flying  Eagle,  Indian  cent  and  Lincoln  cent  collectors 
not  caring  enough  about  their  hobby  to  see  the  problem?  (Lincoln 
cents  are  not  immune  to  this  problem  and  should  be  grouped  here 
as  well.)  From  my  perspective  as  a buyer  and  seller  of  coins  on  a 
standard  that  differs  from  the  overall  marketplace,  1 have  found 
that  in  today's  market  1 have  a hard  time  buying  properly  graded 
coins  and  a harder  time  selling  them  for  a fair  market  value. 

Buyers  are  looking  at  equivalent  pricing  for  vastly  differ- 
ent quality  coins.  Who  would  pay  $4,500  for  a coin  that  is  listed  at 
only  $2,600  on  the  PCGS  price  guide.  And  if  you  do  buy  it,  who 
are  you  going  to  sell  it  to  down  the  road?  The  next  dealer  will  pull 
out  his  computer  and  show  you  the  “real”  market  says  $2,600. 

So,  what  is  to  be  done.  I have  maintained  a pricing  guide 
for  (PS)  coins  called  the  Pink  Sheet  since  1996,  but  have  found  that 
more  and  more,  collectors  are  becoming  a slave  to  the  easy-access 
on-line  pricing  of  auction  prices  realized.  Collectors  routinely  use 
price  guides  based  on  auctions  and  eBay  completed  listings  with- 
out comparing  the  actual  coins.  From  my  point  of  view,  it  has  be- 
come very  hard  to  buy  properly  coins  and  the  work  involved  does 
not  get  rewarded  by  eager  collectors  waiting  to  buy  them.  They  say 
the  coins  are  overpriced. 

I believe  that  when  a properly  graded  AU50  1877  Indian 
cent  finally  gets  to  an  auction,  it  will  go  for  close  to  $4,500.  We’ll 
have  to  wait  and  see.  If  1 owned  one  1 would  be  afraid  to  sell  it 
at  auction.  The  collectors  in  the  general  market  do  not  see  those 
coins  enough  to  know  what  they  are  worth.  I see  barely  one  or  two 
a year.  If  one  did  come  up  for  auction  and  sold  for  $4,500  it  might 
be  seen  by  the  editors  of  the  price  guides  as  an  aberration  and  then 
discarded  as  a data  point. 

The  broad  market  in  general  mirrors  what  I have  gone 
over  using  the  1877  AU50  as  an  example.  It  seems  that  all  series 
have  been  systematically  overgraded  by  all  the  grading  services. 
This  has  dissipated  any  upward  momentum  in  pricing  they  would 
have  normally  had  if  grading  were  consistent. 

For  example  the  pricing  in  the  Greysheet  lists  an  AU50 
Indian  Cent  at  $2, 1 75.  In  20 1 0 it  was  $2,450.  Has  demand  dropped 
so  much  for  a coin  that  is  actually  quite  scarce?  The  answer  is  sys- 
temic overgrading  and  a change  by  the  editors  of  that  guide  from 
using  dealer  purchase  data  and  bids  to  the  easy  route  of  looking 
at  auction  data.  Prior  to  certified  holders,  when  a dealer  sold  an 
XF  1877  as  an  AU  he  would  only  be  overcharging  one  customer. 
The  market  would  not  be  effected.  Other  dealers  would  not  let 
this  dealer  get  away  with  this  with  them,  so  by  everyone  using  the 
same  standard  the  dealer-to-dealer  market  was  self-correcting.  The 
value  of  an  AU  was  known.  Well-known.  Now,  with  values  based 
on  certified  holders  of  various  quality,  the  data  is  very  misleading. 

When  the  grading  services  came  along  their  mission  was 
to  stop  overgrading  and  create  a single  unified  market  standard. 
They  did  this  very  well.  At  least  for  while.  In  the  early  1990’s  I 
noticed  that  they  were  grading  full  red  Indian  cents  very  loosely. 
Coins  with  spots,  coins  that  were  red-brown  in  RD  holders,  and 
coins  that  were  just  plain  ugly  were  getting  grades  that  were  not 
appropriate.  Now-a-days  when  you  come  across  a RB  in  a RD 
holder,  you  assume  it  changed.  In  my  experience,  most  of  them 
were  graded  wrong  - overgraded  to  begin  with. 

So  I stared  labeling  the  coins  that  I felt  made  the  grade. 
Consumer  protection,  in  a way.  Market  protection,  is  more  like  it. 


By  making  a market  in  properly  graded  coins,  I fell  that  I could 
counteract  the  problem.  For  while  it  worked.  Prices  for  gem  full 
red  Indian  cents  soared.  But  the  problem  of  a false  equivalency 
arose.  Only  a small  group  of  dedicated  collectors  understood  the 
differences  in  the  value  between  a properly  graded  coin  and  the 
overgraded  coin  in  the  general  market. 

With  overgraded  slabs  becoming  the  majority  of  coins  in 
the  market  now,  prices  are  forced  down.  For  AU50  1877  Indian 
cents,  it  has  dropped.  How  many  VF  and  XF  1877  Indian  cents 
have  been  graded  as  AU50.  The  same  is  true  for  all  dates.  The 
same  is  true  for  all  series.  The  market  is  now  placing  that  $2,500 
value  on  what  is  in  reality  an  XF  coin! 

I am  now  going  to  talk  in  general  terms  refecting  not  just 
the  1877  Indian  cent  in  AU50,  but  all  series  and  the  forces  that 
are  eroding  their  values.  Recently  StacksBowers  acquired  the  57th 
St.  hoard.  It  holds  a million  coins  in  many  denominations.  In  the 
recent  Penny  Wise,  the  journal  of  the  EAC,  26,000  large  cents 
were  examined.  How  many  Indian  cents  are  in  this  hoard?  1 00,000 
might  be  a low  estimate.  Anyway,  these  coins  were  all  graded  by 
NGC  and  are  being  sold  at  auction  through  StacksBowers,  Tele- 
trade and  on  their  web  site  at  fixed  prices.  From  what  I personally 
saw,  not  just  Indian  cents,  but  Large  cents  and  other  series,  the  vast 
majority  are  what  I would  kindly  say  were  severely  market  graded. 
I put  this  observation  out  only  to  highlight  an  example  and  not  to 
cast  aspersions  on  the  hoard,  StacksBowers  or  NGC. 

So  in  general,  when  one  coin  gets  overgraded,  the  owner 
makes  a bigger  than  normal  financial  win.  When  he  sells  it,  he’s 
able  to  say  with  a clear  conscience  that  it  is  “correctly  graded” 
because  it  says  so.  No  auction  is  going  to  put  in  their  description. 
“Looks  like  a grade  lower  to  our  eyes”.  They  would  not  get  a sec- 
ond consignment.  So  it  sells  rather  cheap  for  the  grade,  but  that  is 
to  be  expected,  since  it  was  not  an  “A”  or  “B”  coin.. 

In  fact  it  should  sell  for  the  grade  the  coin  actually  is,  not 
what  the  holder  says.  That  is  what  happens,  over  and  over  and  over 
again.  And  the  price  guides  pick  up  on  that.  Soon  they  notice  lower 
and  lower  prices  at  auction  for  these  certified  coins.  The  market 
prices  drop.  Collectors  are  now  thinking  they  paid  too  much  for 
their  carefully  selected  coins.  Apathy  sets  in  and  many  may  even 
put  their  cherished  coins  away.  They  certainly  won’t  be  thinking 
about  bucking  the  market  trend,  would  they? 

As  Indian  cent  enthusiasts  we  must  recognize  the  prob- 
lem. By  using  the  grading  standards  presented  elsewhere  in  this 
issue  of  Longacre’s  Ledger,  and  the  pricing  guide  that  goes  with 
it,  we  can  defend  against  the  mass  of  overgraded  slabs.  We  need  to 
think  of  this  as  Fly-In  club  grading.  If  we  allow  the  grading  cor- 
porations to  continue  to  erode  the  value  of  your  collections  though 
overgrading,  then  the  end  result  is  lower  and  lower  prices,  incres- 
ing  collector  apathy  and  a disintegration  of  the  hobby. 

Editors  note:  This  originally  appeared  in  the  January  2015  Lon- 
gacre  s Ledger.  The  buyer  of  the  A U50  at  the  beginning  of  the  ar- 
ticle for  $4,500  wrote  the  following:  "l  bought  the  1877  Indian 
back  in  2013.  I was  a little  surprised,  to  say  the  least,  by  your 
assessments.  Having  bought  this  coin,  I periodically  check  prices 
(along  with  other  ‘keys' in  my  collection),  to  gauge  the  market  as 
wed  as  the  value  of  my  collection.  Over  the  last  several  years,  this 
coin  especially,  I have  regretted,  for  lack  of  a better  word,  when  I 
have  seen  the  price  drop.  But  then  l look  at  the  coin  and  its  ’qual- 
ity, and  the  regret  disappears.  ” 
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